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SOUTH CAROI.INA TELEPHONE COMPANIES

SURREBUTTAL TESTIMONY OF EMMANUEL STAURUI.AIDS

BEFORE THE PUBLIC SERVICE COMMISSION

Olr SOUTH CAROLINA

SEPTEMBER 11, 2003

DOCKET NO. 2003-151-C

7 Q: Please state your name and business address.

s A; My name is Emmanucl Siaurulakis. My business address is 6315 Seabrook Road,

9 Seabrook, Maryland 20706.

10

Q: By ivhom and in ivhat capacity are you employed?

12 A: I am President of John Staumlakis, Inc. (JSQ a telecommunications consulting

13 fina& providing a full range of financial, regulatory and management consulting

14 services to independent telecommunications providcrs throughout thc nation.

1G Q: Please briefly outline your educatiou, training and experience in the

17 telephone industry,

ts A; In l980, I received a Bachelor's dcgrcc in Business Administration fiom thc

19

20

21

American University, Washington, D.C. From May 1980 until December 1984, I

ivorked at JSI as a Cost Separations Consultant. My responsibilities inchided

preparing jurisdictional toll cost separations studies for clients in several states.

22

COLUMB1A 7G4031
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In December 1983, I earned a Masters degree in Accounting from the George

Washington University, Washington D.C. In January 1985, I became a

Supervisoiy Consultant responsible for the overall preparation and submission of

numerous jurisdictional toll cost separations studies, rate case work, and intrastate

tariff iilings for a number of JSI clients.

In Novcmbcr 1987, I was promoted to Director of the Separations Dcparhncnt. In

October 1992, I was promoted to Vice President of Operations and given day to

10

day responsibility for all financial and regulatory matters affecting our clients. I

am also a member of the National Fxchange Carrier Association's (NECA)

Universal Service Fund Conunittec.

i2

13 In July of 1997, I was promoted to my current position ofPresident of JSI.

14

t5 Q: On svhose behalf are you testifying in this case?

ts A: I have bccn rcqucstcd to testify on behalf'f thc South Carolina Telephone

Coalition.

18

t9 9: What is the purpose of your testiinony?

20 A: The purpose of my testimony is to respond to several issues raised in the rebuttal

21

22

23

testimony filed by Mr. Lawrence J. Krajci. Specifically, I clarify issues raised in

iVlr. Krajci's rebuttal testimony regarding the Commission's ability to conduct a

cost-benefit analysis in accordance with Section 214 of the Act, the rapid growth
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in the federal USF program, the histoiy of federal USF, and whether or not the

receipt of such USF results in a windfall to ALLTEL.

Q: On page 3, line 21, Mr. IQajci indicates that Section 214 of the Act does not

7

rcquirc that the Commissiou couduct a cost-benefit analysis as part of a

public interest showing prior to designating ALLTKL as au ETC. Can you

comment on that?

A: Yes. While Section 214 does not require the Commission to conduct a cost-

10

12

13

14

15

benefit analysis to determine whcthcr the public interest is mct, it does not

preclude the Conunission trom using a cost-bcncfit analysis, and thc Commission

should usc such a standard. Section 214 requires that thc Commission make a

finding that designating an additional ETC in rural areas is in the public interest

before designating such an ETC. It is difficuli, to imagine how lhe Commission

could make such a public interest determination without considering both the

bcncfits and thc costs associated with such designation.

17 Q: On page 11, line 3 of his rebuttal testimony, Mr. Krajci indicates that thc

19

20

22

23

24

25

Commission should not coucern itself with the size of the federal USF in

determining whether or uot to grant ALLTEL ETC designatiou. Do yon

agree?

Vio. The federal USI program should be treated as a scarce national resource.

The various programs that make up the federal USF were designed to accomplish

specific objectives. The high-cost programs were established to insure that rural

consumers had access to affordable basic local exchange telephone service. Thc

annual cost of thc rural high-cost progriuns exceeds $3 billion and taken together
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with the other federal USF programs, the total annual cost exceeds $5 billion.

The idea put forth by Mr. Krajci that the Commission should grant ETC

designation (o ALLTEL so that some of this money flows to (he citizens of South

Carolina customers is not the reason why the high-cost federal USF programs

exist. Mr. Krajci has not put forth any specifics in his rebuttal testimony

regarding how the citizens of South Carolina will benefit from AI.I.TEL's receipt

of these funds. In the end, the only beneficiaries of any ETC designated federal

USI'ranted to ALLTEL will be to ALLTEL's sharcholdcrs.

10 Q: Do you agree with Mr. Krajci's rebuttal tcstimouy ou page 12, liues 10-11

that the ILKC network was initially built ivithout USF funding?

12 A: No. Mr. Krajci appears to misunderstand the history of the federal USF

13 programs. In I'act, it is interesting to note tha( in Mr. Mowry's direct testimony,

14 he indicates flie impor(ance of the high cost programs to (hc development of

(5 wireline telephone service in remote areas (pg. 9, line 17-19). The reality is that

(6 the federal high-cos( programs represent explici( dollars that were formerly pari of

17 ihc implicit switched access rates charged by rural carriers to in(erexchange

(8 caiziers for the use ol'heir rural networks to origina(e and to terminate long-

(9 distance calls.

20

2i Q: Mr. Krajci claims that ALLTEL commits to use available federal high-cost

22

23

support for its intended purpose. Do you have any comments ivith respect to

(hat?
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1 A:

10

Yes. To begin with, Mr. Krajci does not specify anywhere in his rebuttal

testiinony how ALLTEL intends to utilize the federal VSF it would be entitled to

should it be granted ETC designation. In fact, in response to interrogatories

served on ALLTEL by the South Carolina Telephone Coalition, ALLTEL asserts

that it has not even perfomied any analysis as to hoiv much money in federalUSI't

would receive as a result of its application. This appears odd to mc considering

the fact that a large, publicly-traded company such as ALLTEL must perform

annual budgets and I'orecasts of revenue sources and expenditures. It would not

be a difficult exercise for ALLTEL to forecast the level of annual USF it would

be entitled to in South Carolina if it ivcrc to receive ETC designation.

12

13

18

19

'& p

21

22

Additionally, a largo amount of any US1'cccivcd by ALLTFL ivould come from

thc rural areas served by thc Coalition member companies. ALLTEL should

utilize any feileral VSF received I'or the advancement and preservation of

universal service in those rural areas from which the Iunds arose. AI.LTEL

operates tluonghout the state and across multiple study areas, and has not

explained how it will ensure that federal USF received ivill be spent in thc

appropriate areas. The Conunission should deny the application bccausc

ALLTEL has failed to provide the Commission with reasonable assurances, in the

form of a specific mechanism, to ensure that AI.[,TEL will meet its obligation

regarding (he use of any federal USF rcccivcd in those areas for which the funds

iue intended.

23
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Q: Mr. IQajci indicates in his rebuttal testimony on page 12, lines 21-23, that

federal USF support is uot a windfall to ILECs or coinpetitive RTCs ivhen

utilized for its intended purposes. Do you agree with this statement?

4 A: I agree with the statement as it pertains to II.ECs. I do not necessarily agree vvith

Mr. Krajci's assertion pertaining to ETCs since Mr. Kratci has not offered any

specifics as to how ALLTEL will utilize any federal USF it receives in the state.

In addition, as compctitivc ETCs such as ALLTEL arc not rate regulated by thc

Commission, it would be difficult for the Commission to ascertain whether or noi

10

12

13

14

16

17

a windfall would result fiom the receipt of federal USF without first knowing if

thc company is profitable in thc first place. A review of ALLTEL's most recent

10-Q filing with the Securities and Exchange Commission demonstrates that

overall, ALLTEL wireless operations appear to be profitable. For the six months

ended June 30, 2003, ALLTEJ, reported net income of $498 million from its

wireless operations nationwide. Unfortunately, AI.I.TEL does not provide

wireless results by state on their 10-Q report.'oowcve, if ALLTEL's wirelcss

operation in South Carolina is generating positive net income without anyUSI'upport,

it is difficult to understand how the receipt of IJSF support as a result of

being granted ETC designation does not result in a windfall.

19 Q: Does this conclude your testimony?

30 A: Ycs, it docs.

I The South Carolina Telephone Coalition asked ALLTBL tlirough interrogatories for linancial iniormation
relatutg to its Soutlt Carolhia operations. ALLTL'L objected to providing this information, stating it was
"not rclcvant to tlus procccding."


